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	Schools Capital Consultation on Programme Proposals for 2008-2011

This document sets out proposals for some changes to the way schools capital programmes will be administered in 2008 to 2011.  We are seeking views from local authorities, dioceses, school representatives and others with an interest in capital investment in schools to help shape our thinking about new methodology that supports our drive for more effective and efficient use of the resources made available through the Comprehensive Spending Review.  In view of the need for schools, local authorities and dioceses to know capital allocations quickly, ministers have agreed that this online consultation will be shorter than the standard period. 

The document was uploaded to the Schools Capital Teachernet website on 21 June and this online version launched on 6 July.  As previously indicated, we have taken a view of responses received by the initial 26 July deadline in order to inform our thinking over the summer ahead of the announcement of allocations in the autumn.  However, we have decided to keep the consultation open for a further month until 24 August in order to allow further responses to be submitted.
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	Contact Details

	
	If you have questions about the proposals, please ring Philip Parker (020 7925 6566) or Shaw Warnock (020 7925 6454) in the Capital Strategy Unit.

Alternatively, please contact the Schools Capital Enquiry Service on:

Telephone: 01325 391716

email: schools.capital@dfes.gsi.gov.uk 


	1
	Executive Summary

	1.1
	This document sets out proposals for some changes in schools capital programmes in 2008 to 2011.  We are seeking views from local authorities, dioceses, school representatives and others with an interest in capital investment in schools.

	1.2
	The key changes to the programmes are:

For the Devolved Formula Capital Programme:

· Removing the abatement system and replacing it with a dual-rate system to better reflect whether the school has been modernised or not 

· Removing the higher rate for statemented pupils in mainstream schools and directing an equivalent amount into the School Access Fund, from where funds to support pupils with additional needs can be better targeted

For the Modernisation programme

· Tying the modernisation allocations to the size of the DFC, rather than continuing to use asset management data

For the Basic Need programme:

· Moving to use pupil forecasts at district levels to ensure additional demand for school places can be funded where there are localised changes to pupil numbers that would otherwised be masked by the use of local authority aggregate data.

For ICT programmes:

· Merging 3 programmes into a single ICT formula-based programme

For the Targeted Capital Fund:

· Removal of the general bidding round 

· Focus on increasing diversity and raising standards 

· New Priority to develop kitchen facilities for schools in those local authorities with exceptional need

	2
	Background and Context

	2.1
	This document sets out proposals for some changes in schools capital programmes in 2008 to 2011.  We are seeking views from local authorities, dioceses, school representatives and others with an interest in capital investment in schools.

	2.2
	In view of the need for schools, local authorities and dioceses to know capital allocations quickly, ministers have decided that this consultation will be shorter than the standard period.  The deadline for responses is 26 July.   As this is only five weeks, ministers have also decided that, if more time is needed, responses will be accepted after that date, during the summer holidays, until 24 August. 

	2.3
	Overview of schools capital investment
The Chancellor of the Exchequer announced the Department’s overall capital settlement in December 2006.  The Secretary of State is currently considering how to use this investment to meet his objectives for children and learners, including through programmes for schools.  He will announce schools capital programmes, programme budgets and specific allocations to schools, local authorities and others later this year.  Responses to this consultation will help the Department finalise these programmes and allocations as soon as possible.  

	2.4
	Capital programmes for schools are, and will continue to be in three broad types:

· Devolved programmes: capital given direct to schools, local authorities and dioceses to invest in national and local priorities as set out in local children & young people plans, asset management plans and schools’ own plans; 

· Strategic programmes: the long-term programmes to improve primary, secondary and special schools (including voluntary aided schools); and  

· Targeted programmes: investment focused on national objectives.

	2.5
	Coverage of consultation and underlying principles
This consultation covers proposals to:

· Introduce two rates of devolved formula capital better to reflect building needs and to replace the current complex system of abatement; 

· Bring the devolved formula capital allocation methodology into line with DfES’s policy on special educational needs; 

· Simplify the allocation methodology for local authority and voluntary aided devolved programmes; 

· Simplify ICT capital programmes; 

· Provide support for large projects through strategic programmes, rather than bidding rounds; 

· Simplify arrangements for existing categories of the Targeted Capital Fund; 

· Introduce support for kitchens as a new national priority in the Targeted Capital Fund.

	2.6
	We are also seeking views about removing excess surplus places.

	2.7
	The consultation does not cover:

· the type of capital (grant, supported borrowing, PFI credits) which will be used for each programme, where the Department is waiting on decisions by HM Treasury.  The Government is aware of local government’s concerns about supported borrowing;  

· the new primary capital programme, which was the subject of a separate consultation in 2006; or 

· the Secretary of State’s commitment on carbon neutral schools, the details of which are still at an early stage of development.    

	2.8
	Aims for the future
In looking at the schools capital programmes for 2008 to 2011, the Department wants to:

· Encourage better long-term, strategic planning of capital investment, linked to the delivery of services to children, young people and families; 

· Drive the strategic programmes as quickly as possible, so that more schools that need it can be rebuilt or refurbished; 

· Concentrate other investment on high need in areas not involved in Building Schools for the Future, again so that more schools, or parts of schools, can be modernised sooner; 

· Tackle key national priorities decisively, and continue to give schools, local authorities and dioceses flexibility to address local needs; 

· Embed excellent, sustainable design, and ensure efficient procurement, construction and removal of excess surplus places; 

· Ensure proper maintenance of buildings, once modernised, with local ownership of asset management best practice; 

· Enable efficient administration, given the level of staffing and resources in schools, local government, dioceses and DfES.


	3
	The Proposals

	3.1
	Devolved Formula Capital Programme

	3.1.1
	Background
The Devolved Formula Capital programme (DFC) enables every school in the country to maintain and improve its buildings and ICT, addressing national and local priorities set out in schools’ development plan and the local authority’s asset management plan.  In addition to this capital expenditure, some maintenance is properly revenue funded.   Schools spend approximately £1.57 billion revenue a year on premises costs (source: consistent financial reporting, 2004-05)

	3.1.2
	Current arrangements
• Single rate of allocation for all schools, irrespective of building condition
• During BSF projects, schools get no DFC
• Schools that are new or have all new buildings get no DFC for 3 years
• After 3 years, PFI schools get 65% and other schools 100% of the national rate

	3.1.3
	Proposal 1
• Two rates for modernised and unmodernised schools (In a research survey of schools’ use of devolved formula capital (2007), a number of schools commented that DFC is not, but should be, linked to the age and condition of buildings.
• Unmodernised schools continue to get current rate (the new ‘higher’ rate)
• ‘Modernised’ defined now as where more than 50% of floor area is new or has been renewed in last ten years, or, in future, where schools have been involved in BSF
• Modernised schools receive a new ‘standard’ rate, instead of abatement.  Estimate that just under 3,000 schools (out of approx. 23,000) will fall into this category. 
• No three-year or BSF withdrawal period
• Standard rate = 50% of current rate
• No separate rate for PFI schools
• LAs have flexibility on borderline cases 
• LAs given small extra lump sum allocation to provide transitional help to 2010 for schools that suddenly lose
• Allocations fixed annually to reflect latest pupil number data; no changes in-year, but LAs have flexibility if they wish from their other capital allocations
• Continues to support both buildings and ICT 

NB - The Department has collected data on modernised/ unmodernised schools from local authorities.  The data collection showed just under 3,000 schools have been modernised under the proposed definition over the past 10 years.  This includes 2,200 nursery and primary schools, 430 secondary and academies, and 215 special schools and 115 pupil referral units.  The data is being checked, and will then be re-validated with local authorities before it is used for allocations.  

	3.1.4
	Benefits
• Recognise that need of modernised school is less than of unmodernised school
• Simpler to administer locally and nationally
• Previously abated schools receive DFC with no break
• (There may be some schools that have been modernised using local funds but have not had their DFC abated before; these will get reduced funding; hence proposal to give LAs flexibility to provide transitional help, if needed

	3.1.5
	Questions - proposal 1
· Do you agree with this proposal? 

· Can you see any drawbacks to this proposal? 

· Are there any operational details that DfES should consider?

	3.2
	Devolved Formula Capital Programme - pupils with special needs

	3.2.1
	Current arrangements
• Part of DFC calculated on pupil numbers with increasing per-pupil rates for primary, secondary and special-needs pupils to reflect different related building costs
• Higher per-pupil funding for all pupils at special schools to reflect higher building costs
• Pupils with statements at mainstream schools also receive higher rate

	3.2.2
	Proposal 2
• Remove higher rate for pupils with statements in mainstream schools
• Add equivalent total of this funding into School Access, which LAs can target to pupils that need extra building works
• No change to higher per-pupil funding for all pupils at special schools, pupil referral units and maintained boarding schools

	3.2.3
	Benefits
• Brings DFC into line with DfES policy not to use statementing data for funding allocations
• Funding can be better targeted to need locally as part of School Access
• (Individual mainstream schools lose a relatively small per pupil amount: a primary school will receive £126 instead of £252 – from a typical allocation of £34,000 – and a secondary school, £94.50 instead of £189 – from a typical £113,000 allocation)

	3.2.4
	Questions - proposal 2
· Do you agree with this option? 

· Can you see any drawbacks to this option? 

· Are there any operational details that DfES should consider?

	3.3
	Modernisation programme – and modernisation share of locally co-ordinated voluntary aided programme (LCVAP)

	3.3.1
	Background
Modernisation enables every local authority (and diocese) to improve its buildings, addressing national and local priorities set out in the asset management plan.  Modernisation is in the Single Capital Pot, and is unringfenced. 

	3.3.2
	Current arrangements
• Allocation formula comprises 40% pupil numbers and 60% building need
• Building need calculated on basis of LA asset surveys
• Complex mechanisms to cope with late and/ or unreliable asset survey data from some LAs 
• Abatement of LA allocations to reflect schools that have been modernised   

	3.3.3
	Proposal 3
• Allocation will mirror LA percentage share of DFC. E.g. if a LA receives 1.2% of total DFC, it would receive 1.2% of total modernisation
• DFC allocation (section above) reflects:
      - pupil numbers;
      - school numbers; and 
      - whether schools are modernised or unmodernised. 
• No further abatement
• Transitional support to 2010 for LAs whose allocations fall significantly, funded by LAs whose allocations rise significantly 
• LCVAP increased to be proportionate to LA share

	3.3.4
	Benefits
• Single methodology for DFC and modernisation
• Simpler and more robust data set than asset survey data    
• Reflects whether schools have been modernised
• Allows DfES to simplify asset survey data collection, so reducing burden and cost for LAs
• Avoids complicated recalculations for all LAs when a few LAs’ asset data is incomplete
• (Approx. 10 LAs’ allocations will drop significantly, and 25 rise significantly - hence transitional arrangements)

N.B. All devolved programmes to local authorities (modernisation, basic need, school access and primary capital), plus LCVAP, will continue to be allocated once for the full spending review period (in this case 3 years), so giving three-year budget certainty.  Allocations will not be revised during that period, e.g. to reflect changing pupil numbers.

	3.3.5
	Questions - proposal 3
· Do you agree with this proposal?   

· Can you see any drawbacks to this proposal? 

· Are there any operational details that DfES should consider?

	3.4
	Basic need – and share of locally co-ordinated voluntary aided programme (LCVAP)

	3.4.1
	Background
Basic need enables every local authority (and diocese) in the country to meet statutory obligations to provide new pupil places.  Basic need is in the Single Capital Pot and is unringfenced.

	3.4.2
	Current arrangements
• Allocation formula comprises 40% pupil numbers and 60% pupil forecasts at LA area level

	3.4.3
	Proposal 4
• Use pupil forecasts at district area level   
• No change to basic need safety valve (part of TCF) which supports exceptional pupil growth

	3.4.4
	Benefits
• Larger authorities not penalised when no change in pupil forecasts at authority area level masks changes at district area level   

	3.4.5
	Questions - proposal 4
· Do you agree with this option?

· Can you see any drawbacks to this option? 

· Are there any operational details that DfES should consider?

	3.5
	Technology (ICT)

	3.5.1
	Background
The Information and Communication Technology (ICT) capital programmes enable schools and local authorities to deliver the e-strategy.   

	3.5.2
	Current arrangements
• Three technology grants (in addition to DFC):
     - Grant 121, the National Digital Infrastructure for Schools Grant
     - Grant 122, Electronic Learning Credits
     - Grant 125, Computers for Pupils

	3.5.3
	Proposal 5
• Replace 3 grants with one ‘Harnessing Technology’ capital grant
• Simplification of formula:
     - Allocation by pupil numbers
     - Use deprivation factor to target investment for home access
     - Reduction in sparsity factor currently applied to some aspects of this grant 
• Allocations to LAs to include VA schools
• Transitional support will be applied to cap the immediate effect on losers 

	3.5.4
	Benefits / drawbacks
• Clearer emphasis on Harnessing Technology
• Greater flexibility and co-ordination in local delivery   
• (Some LAs may lose depending on final allocation methodology, hence transitional arrangements)

	3.5.5
	Questions - proposal 5
· Do you agree with this proposal? 

· Can you see any drawbacks to this proposal? 

· Are there any operational details that DfES should consider?

	3.6
	Targeted Capital Fund

	3.6.1
	Background
Targeted Capital Fund (TCF) provides investment for projects that are too large to be afforded by schools, local authorities and dioceses from their devolved programmes, that need financial incentives to be adopted, or that are too important or urgent to wait for the strategic programmes 

	3.6.2
	Current arrangements
• General LA and VA bidding round each spending review period
• Local projects judged by fit with national objectives and value for money
• Due to oversubscription, only 1 in 3 funded; 2 in 3 fail 
• LAs in BSF allowed no secondary school bids

	3.6.3
	Proposal 6
• Large scale investment (including for special schools) provided through strategic programmes, instead of through bidding
• 72 LAs now involved in BSF waves 1-6, plus 40 more LAs with one-school pathfinders
• All LAs to receive underpinning minimum allocation in primary capital programme
• No general bidding round for LA or VA projects
• Focus TCF resources on key national priorities which can’t be met from devolved programmes
• Resources accessed by specific application process against clear national criteria (e.g. basic need safety valve, kitchen, & diversity and standards funds (see below))  

	3.6.4
	Benefits
• Significant investment provided through other programmes without bidding
• Clearer focus on national priorities that are either unaffordable locally or that are new and need incentive
• Saves wasted local and national resources preparing and assessing bids that have poor chance of success (anecdotal evidence suggests that some TCF bids cost £50,000 to prepare; assuming three bids per local authority (LA & VA), the estimated total bid costs for the last TCF round would have amounted to £22 million, some £15 million of which would have been wasted)

	3.6.5
	Questions - proposal 6
· Do you agree with this proposal? 

· Are there any drawbacks to this proposal? 

· Are there any operational details that DfES should consider?

	3.7
	Targeted Capital Fund - diversity and standards

	3.7.1
	Background
This category of TCF provides incentive funding to encourage schools, local authorities and dioceses to prioritise diversity and standards in their capital investment plans.

	3.7.2
	Current arrangements
• Separate categories within TCF for:
     - Fresh start & federations
     - Expansions of popular & successful schools
     - Non-maintained special schools (Funding for non-maintained special schools has, in recent years, been shared between all such schools rather than allocated by bid)
     - Maintained boarding schools
     - Music & dance scheme schools
• Bidding round each spending period
• Different arrangements for each category

	3.7.3
	Proposal 7
• One pot for all types of projects contributing to national policy priority of diversity and standards
• All previous categories remain eligible
• Two-stage application process:
     - Initial expression of interest to secure ‘in principle’ funding agreement
     - Later agreement of exact funding and phasing, when project has reached appropriate development point
• Rolling application cycle

	3.7.4
	Benefits
• Clearer focus and simpler process   
• Greater flexibility to allocate funds to current projects, whatever their type
• Gives project financial security at the planning stage, while avoiding tying up actual funds until project has completed all its planning stages
• (support of any particular project in any financial period will still depend on availability of funding)

	3.7.5
	Questions - proposal 7
· Do you agree with this proposal?

· Can you see any drawbacks to this proposal?

· Are there any operational details that DfES should consider?

	3.8
	Targeted Capital Fund - kitchens

	3.8.1
	Background
This category of TCF helps local authorities where exceptional numbers of schools do not have kitchens to provide healthy meals

	3.8.2
	Current arrangements
• No current TCF programme

	3.8.3
	Proposal 8
• Most new kitchens and improvements to existing kitchens should be funded as a priority from devolved school and LA programmes
• New TCF category for kitchens
• TCF supports only LAs with exceptional need (estimated to be about 15-20 such LAs)
• Exceptional need defined as:
     - Over 20% of schools do not have kitchens
     - Total need amounts to more than 20% of local funding over 3 years 
• Cost for exceptional need will be met:
     - 50% locally (including from schools’ DFC)
     - 50% by DfES

	3.8.4
	Benefits
• Ensures kitchens are treated as national priority within local asset management plans   
• DfES’s extra support targeted on areas with exceptionally high need
• In those areas, prevents high need for kitchens stopping other high-priority investment

	3.8.5
	Questions - proposal 8
· Do you agree with this proposal?

· Can you see any drawbacks to this proposal?

· Are there any operational details that DfES should consider?

	3.9
	Additional question

	3.9.1
	There are 32 LAs with 20% of primary or secondary schools with at least 25% surplus and 30 surplus places. 

· How might our capital programmes further incentivise the removal of excess surplus places (more than 10% across the LA, and/or schools with greater than 25% surplus (where there are at least 30 places))?

	4
	How To Respond

	4.1
	Please respond:

· online at www.dfes.gov.uk/consultations 

· in writing to: Cheryl Hogarth, Capital Strategy Unit, Department for Education and Skills, Sanctuary Buildings, Great Smith Street, London SW1P 3BT 

· by e-mail to schools.capital@dfes.gsi.gov.uk 

	5
	Additional Copies

	5.1
	Please download these from the website www.dfes.gov.uk/consultations 

	6
	Plans for making results public

	6.1
	We will publish an analysis of the results of this consultation, and our response to them alongside the Ministerial announcement of the Schools Capital local authority allocations in the autumn.  This document will be available on the Schools Capital page of the Teachernet website.


